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CONFIDENTIAL JAKARTA 4533 

FOR EA DEPUTY ASSISTANT SECRETARY HEGINBOTHAM AND AID ASST. 
ADMINISTRATOR SULLIVAN FROM MASTERS 

E.O. 11652: GDS 

TAGS: EAID, ENRG, ID 

SUBJECT: EXPORTS, ENERGY AND AID 

REF: (A) JAKARTA 4287, (B) STATE 82633, (C) STATE 81066, 

(D) JAKARTA 2156, (E) STATE 190819 

1 . REF D WAS OUR ATTEMPT AT AN IMAGINATIVE RESPONSE TO 
PRESIDENT'S MESSAGE URGING SUPPORT FOR U.S. EXPORTS (REF E). 

WE PROPOSED THAT ONE USAID LOAN, TECHNICAL ASSISTANCE/CON- 
SULTING SERVICES BE EXPANDED FROM $5 MILLION TO $10 MILLION 
WITH EXPANSION TO BE FINANCED FROM SECTION 106 (SELECTED 
DEVELOPMENT PROBLEMS) SO AS TO AVOID DEBATE OVER APPLICATION 
OF AID'S CONGRESSIONAL MANDATE AND BASIC HUMAN NEEDS CRITERIA 
TO THE FINANCING OF STUDIES AND DESIGN WORK FOR HIGH PRIORITY 
DEVELOPMENT PRLJECTS OUTSIDE THE MANDATE AREAS FOR WHICH THERE ARE 
STRONG EXPRESSIONS OF INTEREST BY THE INTERNATIONAL BANKS IN 
PROVIDING FINANCING. IT WAS OUR THOUGHT THAT BY USING THIS 
$5 MILLION EXPANSION AS SEED MONEY TO BE SPENT FOR FEASI- 
BILITY 
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STUDIES AND DESIGN WORK WE COULD PUT U.S. ENGINEERING 
FIRMS IN A MORE ADVANTAGEOUS POSITION TO BID ON 
MAJOR INFRASTRUCTURE PROJECTS TO BE FINANCED BY THE IFI’S, 

AND THAT SUCCESSFUL BIDDING BY U.S. ENGINEERING FIRMS 
WOULD. IN TURN. CREATE OPPORTUNITIES FOR U.S. SUPPLIERS 
OF CAPITAL EQUIPMENT. 
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2. REF B, WHICH CONCERNED ENERGY INITIATIVES FOR THE 
VICE PRESIDENT'S VISIT, SUGGESTED THAT THE U.S. MIGHT 

HELP TO IDENTIFY NEW COAL RESOURCES AND ANALYZE PROBLEMS 
OF COAL DEVELOPMENT. AID FINANCING FOR SUCH A PROGRAM 
COULD BE AN IMPORTANT ELEMENT IN FOSTERING INDONESIAN 
DEVELOPMENT, INTERNATIONAL ENERGY COOPERATION, AND OUR 
COMMERCIAL INTERESTS. 

3. REF C, IN MY VIEW, MISSES THE ESSENTIAL POINT WE 

WERE TRYING TO CONVEY. IT STATES THAT "STUDIES FINANCED 
BY AID MUST BE FOR ACTIVITIES OF A NATURE WHICH WOULD 
LATER QUALIFY FOR AID FINANCING (EVEN IF THE PROJECT IS 
EVENTUALLY FINANCED BY OTHER DONORS). 1 ' IT FURTHER 
RAISES QUESTIONS AS TO WHETHER SUCH ACTIVITIES COULD BE 
APPROVED IN CONTEXT OF SECTION 1 16 (SECTION DEALING 
WITH GROSS AND CONSISTENT VIOLATORS OF HUMAN RIGHTS) 

AND PROCEDURES FOR REVIEW OF PROJECTS' HUMAN RIGHTS CON- 
SIDERATIONS. LATTER OBJECTION SEEMS TO THROW IN SPONGE 
PREMATURELY. FORMER OBJECTION IS THE HEART OF THE 
MATTER. AND IT SEEMS TO ME THAT THIS DOES A DISSERVICE 
TO THE PRESIDENT'S DIRECTIVE AND MISSES A GOOD OPPOR- 
TUNITY TO SUPPORT U.S. EXPORTS AT A RATHER SMALL COST. 

4. WE DO NOT SEEK TO TURN AID INTO AN EXPORT PROMOTIN 
AGENCY OR TO CIRCUMVENT HUMAN RIGHTS CRITERIA AND THE 
CONGRESSIONAL MANDATE. WE THINK OUR PROPOSAL DOES 
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NEITHER OF THESE THINGS AND ADVANCES U.S. POLICY INTER- 
ESTS IN A NUMBER OF FIELDS. FOR EXAMPLE, AID FINANCED 
FEASIBILITY STUDIES IN SUCH FIELDS AS COAL DEVELOPMENT, 

COAL USE (GASIFICATION, LIQUIFICATION, ETC.), NATURAL 

GAS USE, GEOTHERMAL DEVELOPMENT, AND HYDROPOWER, SUCH 

AS THE VICE PRESIDENT MIGHT PROPOSE WOULD SERVE OUR 

PURPOSES IN PROMOTING INTERNATIONAL ECONOMIC COOPERATION. 

THOSE PROJECTS THAT SHOWED PROMISE COULD PRESUMABLY ATTRACT 

IFI FINANCING, AND IF U.S. COMPANIES HAD PERFORMED 

THE FEASIBILITY STUDY, OTHER U.S. FIRMS WOULD BE IN A 

STRONG POSITION TO BID FOR PROJECTS THAT WOULD DEVELOP 

OUT OF THIS EFFORT. 

5. 1 AM SENDING LETTER WHICH EXPLAINS SOMEWHAT ON MY 
THINKING, BUT IN VIEW OF IMMINENCE OF VICE PRESIDENT'S 
VISIT AND THE POSSIBLE TIE-IN OF OUR SUGGESTED PROGRAM 
WITH ENERGY COOPERATION, I WANTED YOU TO HAVE THIS 
MESSAGE FOR YOUR ACTION. 

MASTERS 
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